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Adapting dairy market hubs for pro-poor  
smallholder value chains in Tanzania  
(a ‘Maziwa Zaidi’ project) 
These will be achieved by: 
•	 Developing scalable value chain approaches with im-
proved organization and institutions serving resource-
poor smallholder dairy households;
•	 Generating and communicating evidence on business 
and organizational options to increase the partici-
pation of resource-poor households in dairy value 
chains;
•	 Informing policy on appropriate role for pro-poor 
smallholder-based informal sector value chains in dairy 
sector development.
Challenges 
The project addresses the following problems facing resource 
-poor cattle keepers in Tanzania: 
•	 Dominant direct sales of small volumes by smallholder 
producers that preclude economies of scale. This results 
in high costs of production and marketing;
•	 Credit facilities are lacking. Due to little contact between 
credit providers and individual small-scale producers, 
credit facilities are difficult to set up for basic inputs and 
services or working capital (only 6% of livestock keep-
ers—4% for poorer households—have access to credit 
according to the Tanzania National Bureau of Statistics). 
This discourages investment to improve productivity and 
perpetuates a low-input low-output vicious circle;
•	 Lack of appropriate organizational models for pre-com-
mercial producers. Suitable organizational models to fa-
cilitate collective action for bulking of milk, entry to milk 
markets and access to inputs and services are missing. 
Classical complex cooperative models have largely failed 
because they pre-suppose unrealistic levels of production 
and organizational commitment and capacity;
•	 Extreme seasonality of rainfall (and access to water). This 
is reflected in producers’ management of their animals’ 
reproductive cycle which exacerbates seasonal feed avail-
ability and milk volumes. 
After a successful pilot phase in 2012, the ‘More Milk in 
Tanzania’ project aims to reduce poverty and vulnerability 
among dairy-dependent livelihoods in selected rural areas in 
Tanzania.
Dairying offers opportunities for rural livelihoods and nutri-
tional security, particularly in societies with a cattle-keeping 
tradition. Perhaps uniquely amongst agricultural pathways out 
of poverty, it offers many pro-poor benefits from small-scale 
production and marketing including opportunities for intensi-
fication and enhanced productivity and incomes, employment 
in services and marketing, and nutrition for the smallholder 
household and the poor in towns and cities served by in-
formal markets. Unlike most crop and livestock enterprises, 
its benefits are generated daily rather than seasonally. Often, 
benefits flow disproportionately to women and other margin-
alized groups.
In 2012, Irish Aid provided funds to ILRI to work with Sokoine 
University of Agriculture (SUA) to identify entry points and 
partnerships for a four-year research for development (R4D) 
project to promote pro-poor rural livelihoods through milk. 
The findings of the inception phase of the ‘More Milk in 
Tanzania’ project reinforce the need to focus on ‘growing’ the 
existing informal milk production and marketing systems that 
involve most cattle producers in Tanzania. ILRI, SUA and other 
partners have now embarked on the follow up R4D phase 
2013–16. 
Goal and outcomes  
The project aims to achieve inclusive growth and reduced 
poverty and vulnerability among people with dairy-dependent 
livelihoods in selected rural areas in Tanzania.
Rural poor are expected to secure more income through en-
hanced access to demand-led dairy market business services 
and viable organizational options. 
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Such organizational forms targeting pre-commercial dairy 
farmers have not been tested in Tanzania, and factors affecting 
the success of their establishment and sustainable operation 
remain unknown.
The project will introduce a range of DMH models aiming to 
overturn the one-size-fits-all approach that often informs the 
establishment of dairy processing plants. 
The project seeks to establish and help DMH that serve poor 
rural households, particularly female-headed households. 
Rising demand will be a key pull factor that suggests excellent 
opportunities for significant growth in the dairy sector in 
Tanzania, driven by demand growth in the country’s expanding 
cities.
Contribution to broader objectives 
By focusing on commercializing dairying and related value 
chains through DMH and BDS in marginal rural areas of 
Tanzania, the project is in line with the Tanzania Agricultural 
Sector Development Strategy (ASDS) and Program (ASDP) 
that strengthens the institutional framework for agricultural 
development, creates a favourable climate for commercial 
activities, clarifies public and private support services and 
improves input and output markets.
Integrating the research process directly with dairy develop-
ment provides an environment conducive to identify and 
develop practical solutions, while working with partners who 
will be positioned subsequently to scale the solutions up and 
out. If the project successfully establishes a proof-of-concept 
for this type of pro-poor DMH, it will accelerate implementa-
tion of future larger scale dairy development projects such as 
the East Africa Dairy Development (EADD) project.
Target groups 
This project is primarily targeted at pre-commercial 
marginalized smallholder cattle-keepers who do not 
currently participate fully in dairy value chains. It will use 
the DMH approach to allow them to ‘grow’ towards greater 
participation. Most emphasis is expected to be on sedentary 
smallholders rather than pastoralists—since the migratory 
nature of pastoral production systems does not easily 
support stationary milk hubs. 
To enable learning, contrasting sites for alternative models 
of DMH and value chains have been identified based on an 
evidence-based site selection process. The project also seeks 
to maximize positive interactions and synergies with existing 
value chain research and/or development initiatives.
Project sites and interventions 
Sites selected target extensive/pre-commercial rural 
producers who predominantly sell milk to rural consumers 
(R-to-R) and intensive/more commercial rural producers 
who predominantly sell milk to urban consumers (R-to-U), 
usually via bulk traders. 
Opportunities  
This project targets areas where resource-poor pre-commer-
cial cattle keepers live. It will provide proof-of-concept that 
such marginalized groups can be targeted successfully and 
will benefit from dairy-based interventions. These households 
generally sell small volumes of milk to a variety of markets on 
an irregular basis, mostly to neighbours (Table 1), hence their 
descriptor as ‘pre-commercial’. 
Few dairy development models have been documented that 
successfully target such households to sustainably increase 
productivity and improvements in livelihoods through effec-
tive market participation.
Table 1. Milk marketing outlets used by smallholders in Tanzania
Milk buyer
Wet season Dry season
Number % Number %
Neighbours 393,513 86.1 324,045 86.1
Local markets 25,227 5.5 19,086 5.1
Secondary markets 2451 0.5 2173 0.6
Processors 6172 1.4 5204 1.4
Large-scale farms 864 0.2 592 0.2
Traders at farm 20,784 4.5 17,713 4.7
Other 7813 1.7 7442 2
Total 456,824 100 376,255 100
Source: Tanzania National Bureau of Statistics (2003). Livestock 
sample census.
The organizational challenges for emerging dairy farmers have 
been addressed elsewhere in East Africa by ‘dairy market hubs’ 
(DMH) which are localized groups of smaller producers with 
interests in accessing inputs (feed, breeding, animal health) and 
services (training, credit, insurance) to achieve a critical mass 
of supply. 
Unlike formal systems supplying (often distant) processing 
plants, hub-based production tends to serve nearby 
communities and urban markets, drawing on local service 
providers. 
DMH are collective arrangements that aim to stimulate 
grouping of large numbers of producers or cattle or demand 
for inputs. They offer opportunities to produce and bulk 
more milk, facilitating both entry to milk markets and group 
access to inputs and services. This is a market-driven model 
whereby marketed volumes of milk attract entrepreneurs 
whose services might be guided to achieve public health and 
organizational goals (so-called Business Development Services 
[BDS] models). 
In facilitating contacts with value chain actors, and encouraging 
economics of scale, DMH provide physical and organizational 
platforms that help increase the capacity of poor cattle 
keepers to innovate, manage risk, reduce vulnerability, increase 
their incomes and ensure food security. 
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The sites identified to pilot interventions are in Morogoro 
region (Kilosa and Mvomero districts) and in Tanga region 
(Handeni and Lushoto districts). Kilosa and Handeni districts 
are dominated by extensive/agropastoral systems with 
less than 1% improved dairy breeds and represent mostly 
pre-commercial rural production for rural consumption 
(R-to-R); while Mvomero and Lushoto districts have more 
sedentary producers with over 5% improved dairy breeds 
and represent relatively more commercial rural production 
for urban consumption (R-to-U). 
 
 
Map 1. Identified project field sites in Tanzania 
 
The site selection process indicates that we can target 30 
villages with some 4800 cattle keepers over the four-year period.
Three functional models of DMH, with emphasis on improv-
ing access to inputs and services and check-off arrangements, 
have been identified to accommodate the diversity of con-
texts between and within the districts (Figure 1): 
•	 DMH revolving around chilling plants or accessing them 
(if under-utilized) through transport arrangements that 
provide both outputs marketing and inputs and services 
through check-offs;
•	 DMH revolving around check-offs for inputs and services 
provided through milk traders; and 
•	 DMH revolving around check-offs for inputs and services 
provided through cattle traders.
Figure 1. Illustration of a dairy market hub for provision of inputs 
and services on credit without collective bulking and marketing
Outputs and activities 
Develop DMH that deliver demand-led inputs and services
•	 Establish pilot DMH: This activity establishes demand 
for hubs and selection of hub models for introduction. 
Cattle keepers will be mobilized to form groups to facili-
tate business-oriented collective action, directly linked to 
a set of service providers.
•	 Operation of pilot DMH: The DMH will be empowered 
to negotiate or provide services for animal health (e.g. 
clinical, vaccination and de-worming), milk bulking and 
sale, credit through check-off systems, quality assurance, 
breeding, feeds, transport, training (possibly with certi-
fication), advisory services, and collective price negotia-
tion. The hubs will also provide a platform for capacity 
development and related interventions. Producers and 
traders will be organized into associations (where none 
exists) to facilitate check-off for inputs and services and 
payment agreements.
DMH governance strategies strengthened through non-formal training
•	 Non-formal training: Non-formal training will develop DMH 
capacities in management, business development and 
innovation with the aim of improving organizational and 
value chain governance. Existing grassroots institutional 
structures of the selected hubs and value chains will be 
strengthened through vertical coordination and making 
information available for improved communication.
DMH assessments to improve the performance of dairy value chains 
•	 DMH assessments to provide information for decision-making: 
Conduct market assessments by synthesising demand 
and supply information, farmers’ voices surveys, ex ante 
assessments and targeted studies to inform DMH devel-
opment.
DMH act as platforms to increase participation of resource-poor 
men and women in dairy value chains
•	 Targeted research: Investigation will be conducted on 
specific technical constraints to production and market-
ing, and to monitor the impacts of specific DMH-related 
interventions. 
•	 Gender analysis and gender mainstreaming of DMH: The 
project will analyse gender-based constraints to greater 
participation in the dairy value chain and support the de-
sign of DMH that overcome barriers to women’s partici-
pation and increase their share and control of benefits.
Value chain governance strategies strengthened to generate, pack-
age, and communicate information critical to DHMs rollout
•	 Improving quality assurance services and communication: 
TDB will play a central role with LGAs and support from 
SUA to improve quality assurance services through BDS. 
Evidence of DMH as sustainable dairy value chain development models
•	 Assessment of the efficiency of integrating small-scale 
informal value chain into scaling out strategies: The project 
will use simple but innovative value chain assessment to 
monitor the economic performance of DMH and linked 
value chains. The evidence generated will inform scaling 
out strategies.
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•	 Delivery of learning products: Packaging lessons learned in 
training products and other forms of knowledge sharing 
and facilitation of uptake of training materials by support 
agencies.
Lessons for sustainable value chain development and recommen-
dations for scaling out
•	 Generation and communication of evidence and lessons: 
M&E will proceed from baseline collection, documented 
project process, performance, outcomes and impact. 
Emerging evidence on success and failure and its causes, 
and scalability of successes will be communicated with 
TDB playing a central role through the DDF and other 
statutory structures.
•	 Advocacy: Following up on identified policy issues and 
analyses, TDB and DDF membership will define and ad-
dress the appropriate role of smallholder-based informal 
value chains in overall national dairy development. 
•	 Mid-term and final evaluation studies: Baseline, mid and final 
surveys will be conducted to evaluate the effect of DMH 
on households and communities.
Management 
The project is managed by ILRI and implemented with So-
koine University of Agriculture (SUA), Tanzanian Dairy Board 
(TDB), Heifer Project International, membership organiza-
tions and other development and private sector partners.
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